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Abstract
In this paper, the key aspects associated with procurement in the context of the real estate and construction sector
(RECS) are discussed, in order to address the research gaps in purchasing and supply management. The research
question is “What kind of context-specific attributes can be identified in the RECS with respect to procurement”,
arguing that a better understanding of complex performance procurement is required. The underlying assumption is
that although procurement may have generic qualities that are valid despite the industrial context, the construction
sector offers unique attributes in respect to procurement. We classify these aspects under four categories:
relationship management, supply risk, coordination, and learning/knowledge sharing. The key context-specific
attributes include a varying relationship lifecycle, the unique and complex nature of products and services,
customisation and the non-repetitive and temporary nature of projects. The key managerial issues involve the
acquisition of a wide range of procurement competencies and the overall status of procurement in the organisa-tion.
Hence, managing procurement efficiently and competently requires the understanding of all these aspects.
© 2015 The Authors. Published by Elsevier B.V.
Selection and/ peer-review under responsibility of Tampere University of Technology, Department of Civil Engineering.
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1. Introduction
To form an understanding of procurement in different contexts, more purchasing and supply management (PSM)
research is needed in different industrial settings (Meixell and Gargeya, 2005). Despite understanding the strategic
importance of PSM that came out of the 1960s (Leenders, 1965), or even earlier in the 1920s (Hysell, 1922),
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traditional industrial sectors still seem to be missing the full potential this function has to offer. The real estate and
construction sector (RECS) can be seen as one representative – or even a well-known example – of these traditional
industrial sectors. As the business environment keeps changing, the cultural attitudes, operations, and traditional
ways of organizing procurement may need to be updated so that minimal resources are wasted and optimal value is
delivered for final customers.
This demand for change was addressed in 2000, when the research results published in the European Journal of
Purchasing & Supply Management Special Issue pointed to a need for changes in attitudes and behaviours as the
most important factors affecting the adoption of supply chain management practices in construction (Ellegaard et.
al., 2010). To further facilitate cross-fertilization between the supply management and the construction management
literature, the Journal of Purchasing & Supply Management (formerly European Journal of Purchasing & Supply
Management) published a special issue again in 2010. These special issues are the starting point for this study. The
synthesis of this literature review is an attempt to conclude what the context specific attributes are in relation to
procurement in the RECS. Based on the previous discussion, the research question is defined as follows: What kinds
of context-specific attributes can be identified in the RECS with respect to procurement? The term procurement is
here defined as stated by van Weele and Rozemeijer (1996):
All activities required in order to obtain the product (service) from the supplier and get it to the place where it is actually
used. It encompasses the purchasing function, store, traffic and transportation, incoming inspection, and quality control
and assurance. Some firms also include salvage and management of environmental issues (as they are related to materials
[services]) in procurement.
As procurement in the RECS is principally involved in buying services and subcontracting, adaptation of this
definition to also include services, as written in previous paragraph, is justified.
Within the RECS, the work is typically carried out in the form of projects that have limited temporal duration.
The project-based nature of operations has direct implications for the way procurement is executed in project-based
organizations, such as construction companies. In essence, the procurement activities can be divided into activities
related to single projects, i.e., project procurement and long-term procurement perspectives beyond single projects,
for example, project business-level procurement. Project procurement management can be defined to include “the
processes to purchase or acquire products, services, or results needed from outside the project team to perform the
work” (PMI, 2013). Project procurement activities are more operative and include the planning of purchases and
acquisitions, planning contracting, supplier selection process, contract administration, and contract closure (Winch,
2009), whereas procurement activities on a project business level are more strategic and include, e.g., the creation of
the pool of potential suppliers, supplier-base management, developing relationships and business processes with
suppliers, supplier capability development, and purchasing strategy development.
2. Conceptual background as factors influencing procurement in the RECS
In the following, the four chosen themes, relationship management, supply risk, coordination and
learning/knowledge sharing, related to purchasing and supply management (PSM) are discussed in detail. The
general themes were considered of particular interest in this procurement in the RECS respect (Ellegaard et al.,
2010) and are used here to facilitate the conceptual discussion. The chosen themes have somewhat evolved since
2000, when the special issue of the European Journal of Purchasing & Supply Management was  published.  In
general, the research concepts were more involved with cost effectiveness, waste, and problems together with
applying supply chain management in construction (Love, 2000). A summary of the factors influencing procurement
in the RECS in presented in Table 1.
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2.1. Relationship management
Project relationship management is engaged with creating and maintaining buyer–supplier relationships in order
for them to create value for a project-based firm. In the construction sector, a distinction is typically made between
strategic relationship management and project-specific relationship management (Beach et al., 2005). Strategic
partnering refers to long-term aspects, i.e., partnering in several consecutive projects as project partnering and
relationship management are short term and project specific, focusing on short-term benefits. Construction business
can be considered to be characterized by special features of discontinuity, uniqueness, and complexity, as
conceptualized by Cova et al. (2002), that have implications for buyer–supplier relationship management activities.
Particularly, the aspect of discontinuity affects the way relationship management can be carried out. Project business
is characterized by a degree of discontinuity and economic relations between the supplier and the customer; unlike
the repetitive sales of industrial services and products, supplier relations in construction are not cultivated by
continuous transacting. However, depending on the project and the subcontractor’s task at hand, relationship
lifecycles can be varying. Furthermore, some dyadic supplier relationships may be long lasting, continuing from one
project to another, beyond single projects (Cova and Salle, 2000). Consequently, the focus on relationship
management activities is also on how to manage the “sleeping phase” and the discontinuity of project business
(Mandjak and Veres, 1998). Relational meetings (Hadjikhani, 1996), team building events (Kadefors, 2005),
partnering workshops (Kadefors, 2005) and early supplier involvement (Ballard and Cuckow, 2001) have been used
as a means of relational integration to build trust and commitment among buyers and suppliers within the RECS.
Bygballe et al. (2010) extended the relationship management discussion by uncovering buying companies’
preferences for the partnering or transactional approach. In their study they investigated the factor for construction
buyers’ reluctance over choosing partnering and concluded that transactional purchasing is the predominant
approach and that company characteristics like purchasing strategy, structure, and culture have the greatest
influence on the reluctance to adopt the partnering approach. Researchers also showed that the partnering concept is
often wrongly understood by construction purchasers (Love, 2000). This research finding was further supported by
Gadde and Dubois (2010) who suggested that construction companies wishing to realize the full potentials of
partnering need to extend the scope and time horizon of the partnership beyond project boundaries (Love, 2000).
2.2. Supply risk
Various definitions of supply risk have been presented in prior literature in various business contexts (Kraljic,
1983); Harland et al., 2003; Zsidisin, 2003). Research has also studied the sources and outcomes of this multi-
faceted concept (Zsidisin, 2003). In line with research on uncertainty and risks, supply risk can be seen to relate to
the probability of an event associated with inbound supply from individual supplier failures or the supply market
that have implications for the firm to meet its objectives (modified from Zsidisin, 2003). In the context of real estate
and construction, a significant source of supply risk is the discontinuous nature of transacting as well as the
uniqueness of exchange that refers broadly to technical, organizational, and economical differences between
different projects (e.g., Mandjak and Veres, 1998). Customized exchanges, typical of projects, create a dependency
between the parties, meaning that if a buyer decides not to purchase the customized product or service, the seller
cannot sell or transfer the product or service easily to another (Miles and Snow, 1992). Within construction projects,
the demand is typically co-created by different parties taking part in, for example, specification, preparation, and
formulation of processes many times under intense time pressures. This can lead to a situation where parties
disagree on what the initial customized exchange involved. The unique and complex nature of products and services
hence in itself increases the supply risk.
2.3. Coordination
Customization of products or services is common among firms in a network (Jones et al., 1997). Customization
and task complexity typical of construction projects create demands for coordination and integration between the
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different parties of the project network. This form of customization involves human asset specificity, such as
culture, skills, routines, and teamwork acquired through “learning-by-doing.” When exchanges are customized,
cooperation among the parties is necessary since the parties must work together to gain tacit knowledge. These
networks of construction business can be considered as closed business networks with specialized knowledge,
capabilities, and a rather permanent supplier pool as well as established rules and norms that give rise to a network
form of governance (Jones et al., 1997).
Coordinating the above-described networks requires supply network initiatives, as suggested by Holmen and
Pedersen (2010). Researchers propose that a buying firm identifies the different strategic profiles of its suppliers and
handles the individual profiles as well as the mix of profiles in the supply network. These findings were also
supported by Gadde and Dubois (2010) who concluded that buying firms would benefit considerably from enhanced
interaction in time and space among both firms and projects. This kind of change would require that current
decentralization would be reduced and competitive tendering would be replaced by collaborative (and coordinated)
efforts. As both of these studies (Holmen and Pedersen, 2010; Gadde and Dubois, 2010) were conducted in a
construction industry context, they can be considered as valid for this research paper, although they might represent
unique aspects in respect to procurement in the RECS.
2.4. Learning/knowledge sharing
Learning from and across projects is consistently a central topic in the project management literature (DeFilippi
and Arthur, 1998; Prencipe and Tell, 2001). Prior research on project-based learning has extensively covered the
diverse mechanisms of knowledge transfer and the challenges that project-based organizations may face when trying
to learn from projects and to disseminate this knowledge to other projects and to the wider organization (Prencipe
and Tell, 2001). Difficulties in knowledge transfer and learning between projects are often attributed to the non-
repetitive and temporary nature of projects (Prencipe and Tell, 2001). Projects are typically organized to
accomplish a specific one-off task with unique characteristics (Engwall, 2003). Thus, they may contain activities
that are not readily repeated in successive projects. In addition, the temporary nature of projects may entail a new
constellation of people being created every time a new project is started (Lundin and Söderholm, 1995; Prencipe
and Tell, 2001). This may make it difficult to build on established relationships and cooperation in preceding
projects.
Learning/knowledge sharing in the construction industry can also be conceptualized through the existing barriers
to knowledge sharing. A case study conducted in 2010–2011 (Atkova and Tuomela-Pyykkönen, 2014) illustrated
what kind of individual and organizational-level barriers existed in a construction company’s procurement function.
In total, 17 individuals from the company’s procurement were interviewed, including operational buyers,
procurement managers, and the CEO. The results indicated the most cited challenges for knowledge sharing:
internal resistance, lack of trust, insufficient motivation, and a gap in awareness and knowledge at the individual
level. Knowledge-sharing barriers existing at the organizational level were identified as bureaucracy and hierarchy,
paradigm incoherency, lack of organizational reciprocity, absence of common legitimate language, organizational
and national cultures, competition between different business units, and poor communication infrastructure. As the
structural complexity of the case company is similar to other companies operating in the RECS, developing
solutions for effective knowledge management and learning/knowledge sharing requires considering the scale (and
industry sector) of the company’s operations. However, the identified barriers might be more related to the complex
nature of a case organization than by a representative of a certain industry, in this case the construction sector.
Table 1 outlines the RECS context-specific attributes related to procurement. It implicates that both, relationship
management and supply risk management proactive attitudes are required to confront challenges. In order to avoid
problems in actor relationships, a stakeholder analysis is inevitable to create a sustainable supplier network, even
when the culture in the RECS may not support it. This, in turn, may support tackling several supply risks. In
coordination, early involvement might be the possible solution for the majority of the attributes. In learning and
knowledge sharing, common interests for the project participants from different organizations should be organized in
order to avoid silos and sub-optimising the project and knowledge.
268   Marika Tuomela-Pyykkönen et al. /  Procedia Economics and Finance  21 ( 2015 )  264 – 270 
3. Discussion and conclusion
In this paper, we aimed to form a preliminary understanding of context-specific attributes in respect to
procurement in the RECS. This understanding is largely built upon articles published in the Journal of Purchasing
and Supply Management as  this  is  the  discussion  to  which  authors  want  to  contribute.  The  research  question  was
defined as what kinds of context-specific attributes can be identified in the RECS with respect to procurement? To
answer this question, we identified four different themes that are associated with RECS procurement in the literature:
relationship management, supply risk, coordination, and learning/knowledge sharing.
Table 1. Context-specific attributes related to procurement in the real estate and construction sector
Themes Relationship
management
Supply risk Coordination Learning/knowledge
sharing
General
attributes
Strategic/project-based
approach;
Repetitive sales of
other industrial service
and products; the
concept of relationship
management and
partnership well
understood
Risks in inbound
supplies (individual
supplier failures) and
supplier markets
Culture;
Skills;
Routines;
Teamwork;
Supply network
initiatives
Case study identified
individual and
organizational level
barriers to knowledge
sharing (i.e., lack of
trust and motivation,
lack of incentives),
more related to
complex nature of an
organization than to
the industrial sector
Key/unique
attributes
Single projects vs.
long-term cooperation;
Discontinuity;
Uniqueness;
Complexity;
Varying relationship
lifecycles;
Reluctance to adopt
partnering approach
linked to company
characteristics
(purchasing strategy,
structure, and culture);
Understanding
SCM/RM concepts
Discontinuous nature of
transacting;
Uniqueness of exchange
(in relation to technical,
organizational, and
economic differences);
Customized exchanges;
Unique and complex
nature of products and
services
Customisation;
Task complexity;
Closed business
networks with
specialized
knowledge,
capabilities, rather
permanent supplier
pools, and
established norms
and rules
Non-repetitive and
temporary nature of
projects;
Effective knowledge
management and
learning/knowledge
sharing requires
understanding the
scale and industry
sector of company
operations
Derived from these concepts, we further identified specific attributes in relation to the RECS. These attributes can
also be seen as challenges in organizing purchasing more effectively.
The underlying assumption seems to be that RECS is considered as a project-based environment, described by
discontinuity, uniqueness, and complexity. Although the companies operating in this context might have efficient
procurement tools in place, the varying relationship lifecycles and reluctance to adopt a partnering approach together
with not always fully understanding supply chain management or relationship management concepts offer a
demanding surroundings for fully utilizing the potential that procurement has to offer. It has been stated previously
(Aapaoja and Haapasalo, 2014; Pekuri et al., 2013; Pekuri et al., 2015) that the project mode allows people and an
organization to hide behind the project walls. Evidently these recognized attributes require structural changes that
are organization wide and they need to be extended to the top level in an organization.
By understanding the aspects of different industrial sectors for procurement, management can better plan and
organize their purchasing according to the organization’s demand and possible learning curve. Capitalizing
appropriate resources and developmental actions will then likely lead to better overall company performance.
Hence, we argue that although procurement may have generic attributes regardless of the industrial sector, real
estate and construction offers some unique aspects that need to be considered to gain complete advantage of
efficient and competent procurement.
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This research is an attempt to draw attention to specific attributes concerning procurement in the RECS. This list
of attributes does not yet provide the overall picture in this respect, only a limited literature review based on the four
general themes highlighted by the Journal of Purchasing and Supply Management’s Special Issue in 2010. Although
this journal represents PSM research to a competent extent, it has a somewhat different focus compared to the
international purchasing and marketing field that highlights the network approach to procurement. However, the
results indicate the understanding that the overall picture of procurement in the RECS might demand advanced
knowledge of both the industrial sector and of procurement in order to be managed efficiently and competently. Our
presented synthesis offers four themes – relationship management, supply risk, coordination, and
learning/knowledge sharing – through which the overall picture of construction procurement can be formed. As
these themes are not listed in any priority, neither of the aspects should be undervalued. This consequently leads to
further research proposals, such as strategic management and a competent approach in relation to procurement in
this specific context, RECS. It would also provide a fruitful discussion if these attributes were to be evaluated in a
practical business sense.
References
Aapaoja, A., Haapasalo, H., 2014. A Framework for Stakeholder Identification and Classification in Construction Projects. Open Journal of
Business and Management 2(1), 43–55.
Atkova, I., Tuomela-Pyykkönen, M., 2014. Knowledge Sharing Barriers in Procurement—Case of a Finnish-Based Construction Company. In:
de Pablos, P. O., Turró, L.J., Tennyson, R., Zhao, J. (Eds.) Knowledge Management for Competitive Advantage During Economic Crisis.
Business Science Reference, Hershey, PA.
Ballard, R., Cuckow, H.J., 2001. Logistics in the UK Construction Industry. Logistics and Transportation Focus 3(3), 43–50.
Beach, R., Webster, M., Campbell, K., 2005. An Evaluation of Partnership Development in the Construction Industry. International Journal of
Project Management 23(8), 611–621.
Bygballe, L.E., Jahre, M., Swärd, A., 2010. Partnering Relationships in Construction: A Literature Review. Journal of Purchasing & Supply
Management 16, 219–253.
Cova, B., Ghauri, P., Salle, R., 2002. Project Marketing: Beyond Competitive Bidding. John Wiley & Sons Ltd.
Cova, B., Salle, K., 2000. Rituals in Managing Extrabusiness Relationships in International Project marketing: A Conceptual Framework.
International Business Review 9, 669–685.
DeFillippi, R. J., Arthur, M. B., 1998. Paradox in Project-based Enterprise: The Case of Film-Making. California Management Review 40, 125–
139.
Ellegaard, C., Bygballe, L. E., Dubois, A., Bankvall, L., 2010. Purchasing and Supply Management in the Construction Industry. Guest Editorial.
Journal of Purchasing & Supply Management 16, 219–220.
Engwall, M., 2003. No Project Is an Island: Linking Projects to History and Context. Research Policy 32, 789–808.
Gadde, L. E., Dubois, A., 2010. Partnering in the Construction Industry — Problems and Opportunities. Journal of Purchasing & Supply
Management 16, 254–263.
Hadjikhani, A., 1996. Project Marketing and the Management of Discontinuity. International Business Review 5(3), 319–336.
Harland, C., Brenchley, R., Walker, H., 2003. Risk in Supply Networks. Journal of Purchasing & Supply Management 9(1), 51–62.
Holmen, E., Pedersen, A. C., 2010. How Do Suppliers Strategise in Relation to a Customer’s Supply Network Initiative? Journal of Purchasing &
Supply Management 16, 264–278.
Hysell, H., 1922. The Science of Purchasing. D. Appleton and Company, New York, London.
Jones, C., Hesterly, W., Borgatti, S. P., 1997. A General Theory of Network Governance: Exchange Conditions and Social Mechanisms.
Academy of Management Review 22(4), 911–945.
Kadefors, A., 2005. Trust in Project Relationships — Inside the Black Box. International Journal of Project Management 22(3), 175–182.
Kraljic, P., 1983. Purchasing Must Become Supply Chain Management. Harvard Business Review 61(5), 109–17.
Leenders, M. R., 1965. Improving Purchasing Effectiveness through Supplier Development. Division of Research, Graduate School of Business
Administration. Harvard University, Boston.
Love, P. E. D., 2000. Construction Supply Chains. Editorial. European Journal of Purchasing & Supply Management 6, 145–147.
Lundin, R., Söderholm, A., 1995. A Theory of the Temporary Organization. Scandinavian Journal of Management 11, 437–455.
Mandják, T., Veres, Z., 1998. The D-U-C Model and the Stages of the Project Marketing Process. In: Proceedings of the 14th IMP Annual
Conference Proceedings. Vol. 3. pp. 471–490.
Meixell, M. J., Gargeya, V. B., 2005. Global Supply Chain Designs: A Literature Review and Critique. Transportation Research Part E 4, 531–
550.
Miles, R. E., Snow, C. C., 1992. Causes of Failure in Network Organizations. California Management Review 34(4), 53.
Pekuri, A., Pekuri, L., Haapasalo, H., 2013. The Role of Business Models in Finnish Construction Companies. Australasian Journal of
Construction Economics and Building 13(3), 13–23.
Pekuri, A., Pekuri, L., Haapasalo, H., 2015. Business Models and Project Selection in Construction Companies. Construction Innovation:
Information, Process, Management 15(2).
PMI Project Management Institute, 2013. A Guide to the Project Management Body of Knowledge (PMBOK Guide). PMI.
270   Marika Tuomela-Pyykkönen et al. /  Procedia Economics and Finance  21 ( 2015 )  264 – 270 
Prencipe, A, Tell, F., 2001. Inter-Project Learning: Processes and Outcomes of Knowledge Codification in Project-Based Firms. Research Policy
30, 1373–1394.
Van Weele, A., Rozemeijer, F., 1996. Revolution in Purchasing. European Journal of Purchasing and Supply Management 2(4), 153–160.
Winch, G. M., 2009. Managing Construction Projects, 2nd ed. Wiley–Blackwell.
Zsidisin, G. A., 2003. A Grounded Definition of Supply Risk. Journal of Purchasing & Supply Management 9, 217–224.
